From: Hamilton, Jenny (DSHS/HRSA)

Sent: Friday, July 23, 2010 5:10 PM

To: Heilman, Kelly L. (CMS/CMSQ)

Cc: Gantz, Roger (DSHS/HRSA); Cody, Preston (HCA); Carlson, Rena (HCA); Longhorn, Robert (HCA);
Vaughn, Christy (HCA); Onizuka, Richard (HCA); Arnis, Michael (HCA)

Subject: CMS Conference Call Questions for WA Transitional Bridge Waiver

Hi Kelly:

Here is a collection of answers to the questions that have been raised at recent CMS discussions or noted on the
agendas.

1

The Basic Health out-of-pocket max is calculated on an individual basis, NOT a family basis. The member
handbook extract notes: Out-of-pocket maximum — Your coinsurance costs apply toward your out-of-pocket
maximum of $1,500 per person, per calendar year. When you reach your cut-of-pocket maximum, you do not
have to pay any further coinsurance costs for covered benefits and services received during that year. Your
health plan wiff pay 100% of the coinsurance for all covered benefits and services. The 51,500 out-of-pocket
maximum applies to each family member enrolled in Basic Health. If you change health plans any time during
the year, the amount you've paid toward your deductible and out-of-pocket maximum for covered family
members will start over with your new health plan.

We received Appendix 2 this morning — it is attached as the file Millimans methodology letter 7-22-10.pdf. We
thought it prudent to send it on even though we haven’t fully reviewed it ourselves. If we discover there’s any
reason something needs to be revised we'll let you know asap, but with vacations and budget-related time
commitments it just isn’t possible to turn around a thorough review quickly.

Historical changes to BH cost-sharing — premiums. A spreadsheet Is attached (BH Premium History 1996-
2011.x/sx} that shows the % of premium contributed by individuals in the income bands above 125% FPL, and
the fixed $ contributions for individuals in the 3 income bands below 125% FPL. Changes as described in WA
state budget documents are included - these are also reflected in the historical expenditures details of our
budget neutrality documentation.

Priority populations and pre-ex —to confirm, the following popuiations make up the priority list. These arein
administrative rule; 3 populations are statutorily designated as priority {see the RCW references).

*  Members of the Washington National Guard and Reserves who served in Operation Enduring
Freedom, Operation Iraqi Freedom, or Operation Noble Eagle, and their spouses and dependents;
RCW 70.47.060 (11}

Foster parents licensed under chapter 74.15 RCW; RCW 70.47.020 (9) (b) & {c])

New or returning members of an existing tribal sponsored account;

Employees of a home care agency group enrolled or applying for coverage under WAC 182-25-060;
Eligible individual home care providers;

Children and women requesting maternity benefits eligible for subsidized BH, who were referred to
DSHS for BH Plus coverage, but were found ineligible for BH Plus and;

¢ Former BH members who disenrolled from BH in order to enroll in DSHS Medical Assistance, and

subsequently became ineligible for Medical Assistance. RCW 70.47.060 (20}

To answer an additional related question — priority population status does not apply to Medicaid
enroliees who lose their Medicald coverage but were not former BH members that disenrolled to enroll in
Medicaid. These individuals follow the first-come-first-served policy that applies to ali other non-priority
individuals.) :

In response to the questions on yesterday’s agenda:
¢ Priority populations are on the waiting list if their enroliment was tempaorarily delayed because space
was not available at the time they applied to Basic Health. Otherwise they would be immediately
enrolled. When space becomes available they come off the waiting list as a priority population.
o Al new enrollees {since May 2009) have been from the priority populations.



¢ Enrollees with previous creditable coverage get credit for that coverage and may therefore be not
subjected to the pre-ex waiting period. |ndividuals without previous creditable coverage may get up
to 3 months credit against their pre-ex waiting period when they come off the wait list.

5. Sponsorship enroliment - a fite is included with Basic Health sponsors and their monthly enroliment over the
last year (Total financial sponsor by category.pdf). )

e Asof April 2009 there were 22 sponsors - 27,552 sponsored subsidized individuals of a total of
102,205 subsidized Basic Health members; As of October 2009 - 22 sponsors with 19,889 of 80,924
members; As of June 2010 — 21 sponsors with 15,017 of 64,858 members

s  While there are fewer sponsored members proportionally in 2010 than in 2009, this change is
primarily a result of statutory direction to disenroll Basic Health/Medicaid dually enrolled individuals
who still retain thelr Medicaid coverage. About 7,000 were disenrolled from Basic Health between
August 2009-May 2010. Other reasons for disenroliment are listed in the file Sponsor Disenrollment —
Reasons (RB}.docx.

¢ Disenrollment (alone) of sponsored individuals is compared for the last quarter of 2009 and the first
quarter of 2010 in the attached file {Summary of disenroflment Q42009 vs Q12010.x/sx). These
numbers do not match those in the Tota! financial sponsor file — that file reflects the net monthly
enrollment. The summary worksheet provides a snapshot of disenroliment related to non-payment
of premium/lacking documentation and other reasons,

6. Cost sharing — CMS has asked for more information on opportunities to revise cost-sharing. Having reviewed
the work we've done it’s clear that it will need revision to be helpful to our discussions at this point. This is
because we have 3 yet-to-be-resolved areas that have major implications on potential funding for Basic Health
in 2011 and will impact options for addressing cost sharing:

s  ARRA extension - do states get it or not? If not that will prompt action anticipated by the Governor
that we discussed yesterday;

*  We expect to know more about 2011 managed care contract renewal rates for Basic Health in early
August — these will alter our prior estimates of Basic Health’s 2011 budget.

*  Pre-ex waiting period for adults - we have said that we'd transition to eliminating the waiting period
for adults in 2012 and our actuaries estimate an approximate 5% increase in premiums; if CMS
required this earlier we would need to make adjustments to our 2011 rates;

In the meantime, as we said yesterday, it would really help to have confirmation of CMS’ specific needs for
cost sharing madifications to inform further analysis. At this time our 2011 transitional milestone step is to
rollback premiums for individuals in the lowest income band to the 2009 level.

And — it would really help us now, and as we move towards national health reform, to confirm that we have
interpreted Medicaid cost sharing provisions correctly (page 31 of our July proposat).

7. BH recertification — To confirm - we conduct an annual recertification for all'BH enrollees, in addition, BH is
required to conduct a 6 monthly recertification for individuals for whom an SSN is not available.

I think this covers outstanding details for which information was requested during our recent weekly discussions.
Please let me know if I've missed something!

Thanks!
Jenny

Jenny Hamifton

Medicaid Purchasing Administration
P.0. Box 45502

Olympia, WA 98504-5502
360.725.1101 (tele)

360.586.,9551 {fax)

All offices of the Medicaid Purchasing Administration will be doseér for a state government Temporary Layoff Day on Monday,
July 12, 2010, Medicaid offices will reopen at 8 a.m, on Tuesday, July 13. Additional Temporary Layoff Days are scheduled on



. M i I I i ma n 1301 Fifth Avenue

Suite 3800

Seattle, WA 98101-2605

Tel +1 206 504 5603

Fax +1 206 682 1295

Email: tim barclay@milliman.com

July 22,2010

Roger Gantz

Washington Dept. of Social & Health Services
Health & Recovery Services Administration
P.O. Box 45510

Olympia, WA 98504-5510

Re: GAU/ADATSA/Basic Health Cost Estimates at Medicaid Benefits and Reimbursement

Dear Roger:

At your request, we have developed per member per month (PMPM) cost estimates for GAU,
ADATSA and Basic Health populations assuming the Healthy Options (HO) benefit package and HO
levels of provider reimbursement.

Summary of Results

The following table summarizes the “without waiver” rates for the GAU, ADATSA and Basic Health
populations effective January 1, 2011 through December 31, 2011.

Population PMPM
GAU $978.12
ADATSA $611.16
Basic Health $283.00

Note that while we reviewed the with waiver estimates for reasonableness, our calculations are
limited to the without waiver development.

GAU/ADATSA Methodology

A detailed buildup of the without waiver PMPMs is included in the attached Exhibit 1. The
following assumptions were made in the development of these estimates:

¢ Base GAU medical data reflects non-King/Pierce Counties fee-for-service claims incurred from
10/1/08-9/30/09 with run out claims through May 2010. Non-King/Pierce Counties were chosen
because of the long term managed care pilot in place with Community Health Plan of
Washington,

* Base ADATSA medical data reflects statewide fee-for-service claims incurred from 10/1/08-
9/30/09 with run out claims through May 2010.

e Base Mental Health costs reflect adjusted RSN capitation rates as provided by David Mancuso
for SFY 2011,

* Base Chemical Dependency costs are as reported by David Mancuso for SFY 2009.
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Roger Gantz
July 22, 2010
Page 2

Adjustments were made to the base medical claims to reflect enhanced Medicaid inpatient
reimbursement, which is in excess of the historical payment rates for the GAU/ADATSA
populations.

Adjustments were made to reflect modest reductions to DME covered services since the base
period, effective 7/1/09.

Reductions to unit costs were applied to reflect the reduced Medicaid office visit fee schedule,
effective 7/1/09. '

We did not incorporate the facility fee schedule reductions that took place 7/1/09, as we
understand that those are likely to be reinstated in the near term.

GAU medical costs were adjusted downward by a factor of 0.9694 to reflect the inclusion of
King and Pierce Counties,

All costs were trended forward to CY 2011 at 3.0% per year.

Health plan administrative cost has been set at 12% of premium, of which 2% is for premium tax.
The baseline for health plan administrative costs excludes Inpatient Hospital, Inpatient Mental
Health and all Chemical Dependency.

Basic Health Methodology

The following assumptions were made in the development of this estimate:

Historical experience for SFY 2009 was used as the baseline for the prospective cost
development,

We removed all point-of-service cost sharing from the Basic Health benefit package.

We added the following benefits: Hearing aids, glasses, DME and comprehensive PT/OT
services to make the benefit package comparable to Healthy Options.

We removed inpatient Mental Health from the baseline costs, assuming there will be an RSN
add-on for mental health services which will be inclusive of inpatient services.

Similar to Healthy Options, we have included 13.5% administration (including 2% premium tax).
We assumed an annual trend rate of 2% for utilization and 0.5% for unit cost.

The $283.00 PMPM estimate does not account for the dental wraparound benefit, FQHC/RHC
enhancements, the RSN benefit cost or any additional Chemical Dependency cost.

Exhibit 2, attached, summarizes the PMPM build-up of the total cost of covering the adult Basic
Health population at the HO benefit package and reimbursement levels. Specifically, State and
Federa! splits have been applied and mental health and chemical dependency estimates have been
included. While we have reviewed these estimates for reasonableness, our detailed analysis was
limited to the development of the $283.00 PMPM.

Limitations

This letter is intended for the use of the Washington Department of Social and Health Services,
Health & Recovery Services Administration (HRSA) in support of the GAU, ADATSA and Basic
Health programs. We understand that this information will be shared with other parties. To the
extent that the information contained in this letter is provided to third parties, the document should be
distributed in its entirety. Any user of the data must possess a certain level of expertise in actuarial
science and health care modeling so as not to misinterpret the data presented.

MILLIMAN
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Roger Gantz
July 22,2010
Page 3

Milliman makes no representations or warranties regarding the contents of this report to third parties. -
Similarly, third parties are instructed that they are to place no reliance upon this report prepared for
HRSA by Milliman that would result in the creation of any duty or liability under any theory of law
by Milliman or its employees to third parties. Other parties receiving this report must rely upon their
own experts in drawing conclusions about the HRSA capitation rates, assumptions, and trends,

Data Reliance

We have relied on numerous data sources provided by HRSA. In addition, we have relied
extensively on encounter and claim data provided by the Managed Care Organizations participating
in the Healthy Options and Basic Health programs. While we have reviewed this data for
reasonableness, we have not performed any independent audit of these sources. Errors in the
underlying data sources could impact the results of our analysis.

The cost estimates summarized in this letter rely on historical experience and forecasts of future
results, Actual experience will vary from these expectations for many reasons, including changes in
the marketplace regarding contracted rates and the degree of health care management, changes to the
health mix of the covered population, and other random and non-random factors,

Please let us know if you have any questions regarding this rate development.

Sincerely,

W o gmé

Timothy S. Barclay, FSA, MAAA
Principal & Consulting Actuary

cc: Jenny Hamilton

MILLIMAN
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Follow-up on Washington State’s Transitional Bridge Demonstration

Variables impacting Basic Heaith Sponsor Enroliment Levels

July 21, 2010

Variable

Impact on Enrollment

BH

Disenrolled Dualy
Enrolled Members

Members who left BH due to dual enroliment and don’t provide timely
notification of losing DSHS coverage don't return to BH for coverage or
as quickly. Large numbers of BH members lost BH coverage due to dual
enroliment beginning August 2009. Some of these subsequently lost
DSHS coverage but did not provide timely notification to BH or comply
with eligibility requirements.

BH

Increased monthly
recertification selection
April 2009 through
September 2009.

Recertification selection usually impacts coverage five months after the
selection month. After increased recertification selection larger numbers
of members lost coverage August 2009 through January 2010 due to non
compliance including non response to requests for information.

BH

initiated Returned Mail
Project late 2009.

BH updated the returned mail practice. BH began acting on the first
rather than second piece of returned mail. This potentially impacted
sponsored members more than individual members as 8H did not send
sponsored members invoices each month so more time passed before
there was returned mail resulting from an invalid address. Members
with non deliverable mail were disenrolled foliowing normal billing
timelines.

BH and
Sponsor

Waitlist

Nontribal sponsor net enroliment decreased because of the waitlist. As
peaple left they were not replaced with new members. In addition
members who lost coverage were often subject to a 12 month wait and
then waited for available space.

Sponsor

Increased the required
membet contribution.

Sponsors could require each member to contribute toward their BH
premium. Some do, some don't. Those that do may require the
contribution periodically or all at once for a 12 month period. They may
increase required contribution for all sponsored members at once, or by
alerting each family when the sponsor does its required annual
reverification is likely to be staggered throughout the year.

Sponsor

Increased admin
controls

Sponsors may have had staffing, administrative changes or increased
internal reviews.

Sponsor

Transitioned out of BH
or reduced income
levels eligible for
sponsorship.

Some members were transitioned to other sponsors and subject to their
controls other members were offered individual coverage if they paid
the individual premium,
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